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Ryu Kirak, Lim Eon, Hwang Gyu-hee 
For the last few years, Korea has been stuck in a low growth and low 
employment mode with economic downturn continuing and job opportunities 
shrinking, which raises a great concern over the vitality of its national economy. 
The labor market flexibilization following the financial crisis of 1997 has 
worsened the employment security, and immature welfare systems with weak 
bases of social insurance and services failed to provide a satisfying social safety 
net to the population. Under these circumstances, much attention is being given 
to the role of welfare states in providing universal social services that enable 
their citizens to manage new social risks.'
This research argues that a virtuous circle between employment and welfare 
can be established not by implementing policy instruments per se, but by 
building up institutional arrangements that guarantee the complementarities 
between labor market institutions and social policy. It then performs an 
empirical comparison of how the transformations in the employment-welfare 
systems of 16 OECD countries have developed over the last two decades. 
Results show that social democratic countries that combine universal welfare 
systems with coordinated market economy performed best in terms of 
employment and welfare outcomes, followed by the continental European 
countries, with liberal welfare states lagging behind in terms of decent work and 
welfare state generosity. 
In addition, this work put an emphasis on resolving the so-called trilemma of 
job creation, budget restraint, and social equality to consolidate institutional 
conditions for a virtuous circle of employment and welfare. In liberal states, job 
creation has been concentrated in the low paid service sector with an increasing 
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productivity gap between sectors, therefore having negative impacts on 
sustaining decent work, while conservative countries have experienced difficulty 
in creating decent work opportunities to the extent they accept government 
budget consolidation. 
Finally, this research has proposed new agenda for reshaping the Korean 
employment-welfare systems as follows: first of all, it is urgent to overcome 
labor market segmentation based on firm internal labor markets and to establish 
employment systems in which rules for employment and wages are determined 
beyond enterprise level; secondly, it is necessary to set up universal welfare 
state based on social services provision as an long-term strategy for expanding 
and strengthening the welfare state; thirdly, it is recommended that reform of 
education system take place to maintain the substantiality of skills formation 
system; finally, it is of great importance to rearrange industrial relation system 
into a corporatist one. 
